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The National Rural Telecom Association (NRTA), the Organization for the
Promotion and Advancement of Small Telecommunications Companies (OPASTCO),
and the United States Telecom Association (USTA), (collectively the Associations)
hereby submit their joint comments on the Recommendation of the Federal-State Joint
Board on Universal Service (Recommendation) solicited by the Commission in its
Further Notice of Proposed Rulemaking in the above-captioned proceeding.'

The Joint Board forwarded the Rural Task Force Recommendation to the
Commission,” stating that it constituted a good foundation for implementing a rural
universal service plan that benefits consumers and provides a stable environment for rural
carriers to invest in rural America. The Joint Board urged the Commission to adopt the
Recommendation as a foundation for implementing a rural universal service plan.

The Associations filed comments with the Joint Board supporting the Rural Task

Force Recommendation, stating that the specific recommendations constitute reasonable

' 66 Fed. Reg. 7867 (Jan. 26, 2001) (Further Notice).
2 Recommended Decision, CC Docket No. 96-45, FCC 00J-4, released Dec. 22, 2000
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approaches to the universal service needs of rural carriers and the areas they serve. The
Associations further maintained that the Recommendation was complementary to the
principles contained in the Petition for Rulemaking of the LEC Multi-Association Group
(the MAG Plan)’ and that interstate universal service and access charge reform for rural
carriers should be considered concurrently. In addition, the Associations supported the
Rural Task Force position that its Recommendation be implemented “immediately.”*
However, in their comments, the Associations identified specific portions of the
Recommendation that differ with their filed MAG Plan and advocated that, in such
instances, the specific proposals contained in the MAG Plan should be adopted.

The Associations continue to support adoption of a comprehensive approach to
universal service, access charge reform and incentive regulation for rural carriers, and
agree with the Joint Board that the Rural Task Force Recommendation is a good
foundation for implementing rural universal service reform. The MAG Plan includes
universal service reforms that are similar to the Rural Task Force Recommendation, but
some differences exist in policy and extent of detail, and the MAG Plan offers a more
comprehensive approach to access charge reform, incentive regulation, and universal
service. Where the Rural Task Force Recommendation is consistent with the MAG Plan,
it should be adopted. Where the MAG Plan provides more specific or different

proposals, the MAG proposals should be adopted, particularly where they address access

3 Multi-Association Group (MAG) Plan for Regulation of Interstate Services of Non-Price Cap
Incumbent Local Exchange Carriers and Interexchange Carriers, Notice of Proposed Rule, 66 Fed. Reg.
7725 (Jan. 25, 2001) (MAG Notice).

4 Rural Task Force Recommendation at 39.



charge reform issues.” Access charge reform issues would be more appropriately
addressed in the MAG Plan proceeding and not in this proceeding considering the Rural
Task Force Recommendation.®

The Associations support the Commission’s determination to consider the Rural
Task Force Recommendation and the MAG Plan on the same comment cycle. This
provides a vehicle for the Commission to evaluate these plans and adopt a solution to
universal service and access charge reform for rural carriers and their customers in a
comprehensive and coordinated manner. It is essential that the Commission adopt an
integrated solution to these issues and eliminate the regulatory uncertainty that exists
today.

The Commission raised several specific implementation issues related to the
Rural Task Force Recommendation. The Associations provide the following comments
on those issues:
Safety Valve Mechanism

The Commission seeks comment on the Rural Task Force’s proposed safety valve
mechanism that would provide additional support to rural carriers in post-transaction
investment situations.” With regard to references to an alleged proposed five percent cap,

the Recommendation did not advocate a specific percentage for the cap. Rather, the five

> NRTA, OPASTCO and USTA are part of the LEC Multi-Association Group that is filing
comments on the MAG Plan in response to the MAG Notice concurrently with these comments. See
Comments of the LEC Multi-Association Group on the MAG Plan filed February 26, 2001 (LEC MAG
Comments).

¢ See LEC MAG Comments at 2-3.

7 Further Notice at q5.



percent figure was used only illustratively in an appendix to the Rural Task Force
Recommendation.®

The Associations support the MAG Plan’s proposal to eliminate Section 54.305 of
the Commission’s rules.” This so-called “parent trap” rule requires carriers that acquire
telephone exchanges from unaffiliated carriers to receive universal service support for the
acquired exchanges at the same per-line support levels for which those exchanges were
eligible prior to the transfer of the exchanges. Although the goal of this rule, when
adopted, was to prevent carriers from “placing unreasonable reliance upon universal
service support in deciding whether to purchase exchanges,”' there is no indication that
such “unreasonable reliance” has ever been a factor in such decisions. More importantly,
as the Joint Board recently noted, the rule prevents the acquiring carrier from receiving
an amount of support related to the costs of providing supported services in the
transferred exchange.!' Thus, the rule effectively discourages rural carriers from
acquiring and upgrading inferior telephone exchange plant, contrary to the Act’s

universal service goals. By eliminating Section 54.305, the Commission will advance

universal service objectives.

8 See Rural Task Force Recommendation at 30.
?47 C.F.R. § 54.305.

' Federal-State Joint Board on Universal Service, First Report and Order, 12 FCC Rcd 8776,
8942-43 (1997).

" Federal-State Joint Board on Universal Service, Recommended Decision, 15 FCC Red 14714,
14723-14724 (2000).



Support for Catastrophic Events

The Commission requests comment on whether incumbent carriers’ ability to
adjust their support levels under the Rural Task Force Recommendation to recover costs
associated with catastrophic events should be limited by the availability of support from
other sources.'? The Associations strongly believe that the catastrophic provisions
contained in the Rural Task Force Recommendation are necessary and should not be
limited. The costs caused by catastrophic events are now recoverable through the
universal service fund to the extent that they are not otherwise recoverable from
mechanisms such as insurance. Recovery from disasters that enables rural carriers to
rebuild their local networks is a fundamental tenet of the universal service program.

Rural carriers’ need for funding and their limited ability to raise funds is no
different whether the carrier’s network must be upgraded due to technological
developments or rebuilt because of a disaster. Thus, the catastrophic relief provision of
the Rural Task Force Recommendation is necessary and fundamental to rural universal
service reform. That provision is also necessary because the Rural Task Force
Recommendation’s frozen per-line support provision otherwise could act to limit the
ability of rural carriers to recover from catastrophic events, since the per-line support
would not include the costs of recovering from a disaster that occurred subsequent to
freezing the level of support.

Several other factors regarding the catastrophic relief mechanism must be
considered. Rural carriers generally carry insurance to cover losses from catastrophic

events and will continue to do so. Other sources of funding, such as state and federal

2 Further Notice at § 6.



emergency grants, are not available to telephone companies generally. Even if outside
sources of funding are available to a carrier, the Rural Task Force provision would limit
cost recovery to costs that could not be recovered from other sources.

Safety Net Support Mechanism

The Commission raises questions concerning the safety net additive mechanism
and whether it would allow rural carriers to recover excessive reimbursement on their
incremental loop investment.'? The Associations note that a complicated safety net
additive mechanism would be unnecessary were the Commission to simply adopt the
MAG Plan proposal to remove the current “interim” cap on high cost loop support as
well as the corporate operations expense limitation. The “interim” cap prevents rural
carriers from obtaining all the support for which they qualify, contrary to the Act’s
mandate that support be sufficient.

Nevertheless, the Associations believe that the Rural Task Force
Recommendation contains adequate provisions to limit a carrier’s support so it would not
recover more than 100 percent reimbursement on its incremental loop investment. The
safety net would not allow payment for a study area to exceed the study area’s HCL fund
support level if the indexed cap had not taken effect for a particular year. Furthermore,
the safety net would only be in effect in a year that the indexed cap is in effect. Thus, a
carrier would receive only a portion of the difference between the amount it would have

received if the cap had not been in effect and its capped amount.

Brd atq7.



Conclusion

The Associations generally support the Rural Task Force Recommendation as
containing reasonable proposals to address the universal service needs of rural carriers
and the areas they serve. The Associations also advocate that the Commission consider
the Rural Task Force Recommendation and the MAG Plan together on an expedited
track. Substantively, in those instances where the MAG Plan is either are more specific
than or conflict with the Rural Task Force Recommendation, the Associations advocate
adoption of the MAG provision.
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Colorado PUC

1580 Logan Street - OL -2
Denver, CO 80203

Commissioner Rod Johnson
Nebraska PSC

300 The Atrium

1200 N Street

P.O. Box 94927

Lincoln, NE 68509

William J. Janklow
South Dakota PUC

500 East Capitol Avenue
Pierre, SD 57501

Pat Wood, III

Texas PUC

1701 North Congress Avenue - P.O. Box 13326
Austin, TX 78701

Mary E. Newmeyer
Alabama PSC

100 North Union Street
Suite 800

Montgomery, AL 36104

R. Glenn Rhyne

South Carolina PSC
P.O. Drawer 11649
Columbia SC 29211

Andrew D. Lipman
Mark Sievers

Swidler & Berlin, Chtd.
3000 K Street, NW
Suite 300

Washington, DC 20007

William H. Smith

Iowa Utilities Board

Lucas State Office Building
Des Moines, 1A 50319

Illona A. Jeffcoat-Sacco
North Dakota PSC

600 E. Boulevard
Bismarck, ND 58505

Kenneth Stofferahn
James A. Burg

South Dakota PUC

500 East Capitol Avenue
Pierre, SD 57501

Marc A. Stone

Fred Williamson & Associates, Inc..
2921 E. 91st Street

Suite 200

Tulsa, OK 74137

Mark Cooper

Gene Kimmelman

Consumer Federation of America
1424 16th Street, NW - Suite 604
Washington, DC 20036

David R. Poe

Yvonne M. Coviello

LeBoeuf, Lamb, Greene and MacRae
1875 Connecticut Avenue, NW

Suite 1200

Washington, DC 20009

Thomas E. Taylor
Jack B. Harrison
Frost & Jacobs

201 East Fifth Street
Cincinnati, OH 45202



Robert M. Lynch

Durward D. Dupre

Michael J. Zpevak

Southwestern Bell Telephone Co.
One Bell Center - Room 3524

St. Louis, MO 63101

Maureen O. Helmer
Penny B. Rubin

John Starrs

PSC of NY

Three Empire State Plaza
Albany, NY 12223

Raymond G. Bender, Jr.

J.G. Harrington

Dow, Lohnes & Albertson

1200 New Hampshire Avenue, NW
Suite 800

Washington, DC 20036

John W. Katz

Office of the State of Alaska
444 North Capitol Street, NW
Suite 336

Washington, DC 20001

Jere W. Glover

Barry Pineles

US Small Business Administration
409 Third Street, SW
Washington, DC 20416

Joseph P. Markoski

James M. Fink

Squire, Sanders & Dempsey
1201 Pennsylvania Avenue, NW
P.O. Box 407

Washington, DC 20044

Joseph DiBella

Bell Atlantic Telephone Companies
1320 North Court House Road
Eight Floor

Arlington, VA 22201

David A. Gross

AirTouch Communications
1818 N Street, NW
Washington, DC 20036

Jeffrey L. Sheldon

Sean A. Stokes

Utilities Telecommunications Council
1140 Connecticut Avenue, NW

Suite 1140

Washington, DC 20036

Brenda L. Fox

Continental Cablevision, Inc..
1020 19th Street, NW

Suite 700

Washington, DC 20036

National Association of Development Organizations
444 North Capitol Street, NW

Suite 630

Washington, DC 20001

Cheryl A. Tritt

Charles H. Kennedy

James A. Casey

Morrison & Foerster

2000 Pennsylvania Avenue, NW
Suite 5500

Washington, DC 20006

David W. McGann

Ilinois Commerce Commission
160 North LaSalle Street

Suite C-800

Chicago, IL 60601

Robert McKenna

Ken Cartnell

U S WEST, Inc..

1020 19th Street, NW
Suite 700

Washington, DC 20036



Betty D. Montgomery
Duane W. Luckey
Steven T. Nourse
PUC of Ohio

180 East Broad Street
Columbus, OH 43266

Emily C. Hewitt

Vincent L. Crivella

Michael J. Ettner

GSA

18th & F Streets, NW - Room 4002
Washington, DC 20405

Dale White

Churchilt County Telephone and Telegraph System

P.O. Box 1390
50 W. Williams Avenue
Fallon, NV 89406

Jack Brown

Golden West Telecommunications Coop., Inc..

P.O. Box 411
Wall, SD 57790

Robert F. Manifold
NASUCA

900 4th Avenue
Suite 2000

Seattle, WA 98164

Michael C. Strand

Montana Independent Telecommunications
Systems, Inc..

519 N. Sanders

P.O. Box 5237

Helena, MT 59604

Thomas K. Crowe

Law Offices of Thomas K. Crowe, PC
2300 M Street, NW

Suite 800

Washington, DC 20037

Joseph K. Witmer
Pennsylvania PUC
P.O. Box 3265
Harrisburg, PA 17120

Roger Hamilton

Ron Eachus

Joan H. Smith

Oregon PUC - Justice Building
550 Capitol Street, NE

Salem, OR 97310

Victor A. Hurbert
Frederick & Warinner
10901 W. 84th Terrace
Suite 101

Lenexa, KS 66214

Joan Mandeville

Montana Telephone Assn.

208 N. Montana Avenue - Suite 207
Helena, MT 59601

Sandra Mattavous-Frye

Office of the People’s Counsel of DC
1133 15th Street, NW

Suite 575

Washington, DC 20005

John F. Mortell

G. Richard Klein

David E. Ziegner

Indiana Utility Regulatory Commission
302 West Washington - Suite E306
Indianapolis, IN 46204

Michael J. Nowick

Minnesota Telephone Assn., Inc..
1650 Minnesota Wold Trade Center
30 East Seventh Street

St. Paul, MN 55101




Lawrence W. Katz

Edward D. Young, III

Michael E. Glover

Bell Atlantic

1320 North Court House Road - Eighth Floor
Arlington, VA 22201

J. Manning Lee

Gail Garfield Schwartz

Paul E. Cain, Sr

Teleport Communications Group, Inc..
Two Teleport Drive

Staten Island, NY 10311

Daniel L. Brenner

Neal M. Goldberg

David L. Nicoll

NCTA

1724 Massachusetts Avenue, NW
Washington, DC 20036

Director

Office of the Consumer Advocate
US Postal Rate Commission
Washington, DC 20268

Charles M. Oliver

iSCAN, L.P.

Dow, Lohnes & Albertson, PLLC
1200 New Hampshire Ave., NW
Suite 800

Washington, DC 20036

Diane C. Gaylor

Monica A. Leimone

Paul, Weiss, Rifkind, Wharton & Garrison
1615 L St., NW, Suite 1300

Washington, DC 20036

Paul H. Kuzia

Arch Comm. Group, Inc.

1800 West Park Dr., Suite 350
Westborough, MA 01581

Robert M. Halperin

Crowell & Moring

1001 Pennsylvania Avenue, NW
Washington, DC 20004

Katherine G. Grincewich

US Catholic Conference
Office of the General Counsel
3211 4th Street, NE
Washington, DC 20017

Barbara S. Wellbery

Chief Counsel

U.S. Department of Commerce RM. 4713
14th St. & Constitution Ave., N.-W.
Washington, D.C. 20230

Mark J. O’ Connor

CIX

Piper & Marbury L.L.P.
1200 19th St, NW
Washington, DC 20036

Joseph A. Godles

Panamsat Corp.

Goldberg, Godles, Wiener & Wright
1229 19th St., NW

Washington, DC 20554

Robert K. Lock, Jr.

The Competitive Strategies Group, Ltd.
70 East Lake St.

Suite 630

Chicago, IL. 60601



